


An issue bound to attract major 
attention in the 1962 trade debate 
is the question of a trade adjust- 
ment assistance program. 

Even though trade adjustment 
may be part of the big decision of 
whether this country is to move 
toward more liberal or more restric- 
tive trade, additional judgments are 
involved. 

The philosophical judgment varies 
with the outlook of the questioner: 
Is trade adjustment assistance right 
in principle? Does the federal gov- 
ernment have an obligation to help 
cushion the impact of tariff reduc- 
tions on workers and firms? 

Next, the economic judgment: Is 
trade adjustment assistance a useful 
tool to bring about a healthy tran- 
sition toward freer trade? Is such 
aid economically sound? 

Finally, the political judgment: 
Would addition of trade adjustment 
to basic trade proposals help or 
hinder passage in Congress of a 
iideralized trade program? 


The Proposals 


If the President includes trade ad- 
justment in his basic trade proposals, 
what form is it likely to take? 

One indication came November | 
from Under Secretary of State for 
Economic Affairs George W. Ball, 
when he urged the country “to re- 
pudiate protectionism’ and “to 
open the doors and windows of our 
economy to the competition we must 
face in world markets.” 

The burden of adjustment should 
be assumed by individual industries 
and companies, Mr. Ball declared. 
But “when the impact of adjustment 
is sO great as to create a temporary 
idling of American productive facil- 
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ities ...”" in a few “exceptional cases,” 
the federal government should “pro- 
vide assistance to speed the transfer 
of the labor and capital into more 
productive channels.” Such assist- 
ance, he said, might include “‘ac- 
celerated amortization of obsolescent 
machinery, availability of credits for 
modernization, and provision of 
funds and facilities for retraining 
and relocating of labor.” 

Support for a limited trade ad- 
justment program was also indicated 
in the recent Herter-Clayton Report 
to the Joint Economic Committee: 
“We believe that the dislocations of 
labor or capital as a result of in- 
creased imports can be adjusted 
better by the affected: parties than 
by the Government, but we would 
support a public program for ex- 
treme cases.” 

More concrete proposals can be 
found in earlier studies. For one, 
a trade adjustment program strong- 
ly supported in a recent report on 
foreign trade by the AFL-CIO is 
similar to proposals introduced in 
every Congress since the early '50s 
by members of both political parties, 
including President Kennedy when 
he was a Senator. 

Through such a program, assist- 
ance could be opened up to workers, 
industries, and communities, as an 
alternative remedy available to the 





This issue of THE NATIONAL 
VOTER is devoted almost solely to 
the subject of trade. Trade adjust- 
ments and trade concessions are 
treated in separate articles; the nub 
of the question appears in “Trade 
Winds”; the role of the League and 
of you, the member, is described in 
“Dear Member.” We urge you to 
read all. 











President if he agrees with a Tarif 
Commssion finding of threat of in. 
jury under the escape clause. 
Under this proposal, workers 
would receive supplementary unem- 
ployment compensation, earlier old- 
age retirement, job retraining, and 
transportation to new areas of em- 
ployment. Industries and communi- 
ties would be eligible for Small 
Business Administration loans, tech- 
nical information, market research, 
and accelerated amortization for de- 
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veloping new or different lines of 
production. 

The AFL-CIO report maintains 
that “it is unfair for the entire bur- 
den of increased imports to fall on 
workers and firms. . . . If tariff re- 
duction is required . . . no one group 
should pay the price of that policy.” 

A different approach was recom- 
mended in the March 1961 Staff 
Study of the Senate Commerce Com- 
mittee. This study proposes to in- 
tegrate trade adjustment criteria and 
techniques into “the totality of 
national action on the economic 
front.” Instead of utilizing the 
Tariff Commission as the mechanism 
for determining injury, a new 
mechanism would be created to de- 
velop and administer the program. 
In evaluating claims, this agency 
would take into account the range of 
possible causes of dislocation and 
would act as a catalyst in drawing in 
other agencies. 

















Examples Abroad 


People often ask: Aren't there 
any trade adjustment programs al- 
ready in existence? The answer is 
yes—the “‘readaptation” programs of 
Europe's Coal and Steel Community 
and Common Market. 

The Coal and Steel Community's 
1960 General Report noted: “The 
assistance granted by the High 
Authority, in cooperation with the 
Governments of Member States 
concerned, has made it possible for 
adjustments necessitated by effects 
of the Common Market to go 
through without involving serious 
social disturbances.” 

With the development of an 
economic boom, the Common Mar- 
ket’s readaptation program has been 
used less than was expected. How- 
ever, it had an “insurance” value, 
since a number of the member 
countries might not have joined the 
Common Market without such a 
safeguard. 


The Pros, the Cons 


The trade adjustment issue has not 
yet been debated in Congress. But al- 
ready, within the League of Women 
Voters, the pros and cons are flying 
thick and fast among the members. 
Here is a composite of the argu- 
ments, gleaned from local League 
reports. 


Yes... 

It is better to cope with hardship 
cases through trade adjustment than 
through tariffs. Trade restrictions 
tend to compromise U.S. foreign 
policy objectives. 

It might be easier to lower trade 
barriers if assistance were available. 

When it is in the national in- 
terest to lower trade barriers, it 
should - likewise be government 
policy to assist an industry which is 
having difficulty in adapting and 
adjusting. 

The temporary tax burden on 
consumers and taxpayers would be 
no greater than the higher prices 
which tariffs cause. 

Sometimes an industry hurt by im- 
ports cannot make the transition 
without a helping hand as it moves 
into other lines. 

Trade adjustment assistance would 
facilitate the mobility of resources, 
not retard it. It would keep open 
the channels of change. 











ear 


Consensus is the League 
way of nurturing study 
and analysis into conviction and 
action. Most of us value the League 
in terms of our process of consensus, 
because the process enables us to do 
something about vital issues and the 
doing comes from member consent. 

At this very moment, you may be 
getting ready to go to a unit or gen- 
eral meeting of your local League at 
which trade will be discussed. 

In order to ascertain the present 
thinking of the League as a whole, 
nation-wide, on trade, the national 
Board wishes to know the current 
opinion of the membership on the 
existing League position in support 
of a liberal U. S. trade policy. 

The national Board is also asking 
your local League to formulate, if 
members are ready, opinion on two 
new trade issues: a trade adjustment 
assistance program, and special trade 
concessions to developing countries. 

And your League is being asked to 
report if there are still other trade 
issues on which members have 
formed an opinion. 

You might muse to yourself as you 
go to your meeting, “I don’t know 
all the in’s and out’s of trade—I’d 
better say nothing.” Such modesty 
is becoming to and characteristic of 
the intelligent person. It also reveals 
the dilemma of democracy itself and 
the dilemma of a democratic organi- 
zation like the League. How do we 
reconcile the need for informed 
opinion with the volume and com- 
plexity of public issues? 

“Yes,” you say, “the League’s na- 
tional Program item is a big one, 





We do not subsidize an industry 
which has been affected by automa- 
tion or by new products. Trade ad- 
justment would be equivalent to aid 
for the buggy manufacturer when 
the automobile replaced it. 

Trade adjustment might develop 
into too much government inter- 
ference in private business. 

We do not favor subsidies to pro- 
tect industries. An industry about 
to fail anyway, for a variety of 
reasons, might use a trade adjust- 


ment program as a crutch. 
(Continued on page 4) 
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and complex.” And so it is. Any- 
thing of real importance in today’s 
world is big and complex, and 
League concerns have traditionally 
been important concerns. 

The League does try to limit vol- 
ume through selection of Program, 
and in 1960-62 we have had only 
one item on the Current Agenda. 
The 1960 national Convention also 
set limits on the scope of the item by 
spelling out six economic policy 
areas for League concentration. 

Since 1936, trade has been in the 
bloodstream of the League as either 
a Current Agenda item or a Con- 
tinuing Responsibility. In the past 
18 months your League has been 
supplied with many new materials 
on trade. In providing information, 
the national Board has tried to make 
the subject understandable, without 
oversimplifying. 

If your League is typical it has 
held several membership meetings 
on trade, has had speakers, panel 
discussions, workshops—or is plan- 
ning such meetings and programs 
for the winter. So the typical 
Leaguer has been rather thoroughly 
exposed to the subject of trade. And 
member opinion has been evolving 
gradually over a long period. 

This more-than-average knowl- 
edge is the knowledge of informed 
citizens, not of experts, and it is the 
basis of citizen support for broad 
principles and basic policies, not for 
technicalities of administration. 

To make an informed decision 
does not require knowing the intri- 
cacies of GATT negotiations or the 
tariff level on this or that product. 
To make an informed decision does 
require knowing enough to judge 
which of the policy alternatives will 
best help our nation to achieve the 
goal of expanded world trade. 

It will be the members’ opinions, 
as communicated to the national 
Board by a substantial majority of 
the local Leagues, which will shape 
the League position on new issues 
of trade. Express your opinion 
through your local League! 


Yuca §. Chitwer 


President 


Trade Concessions to “New” World? 


Trade problems of developing 
countries are under scrutiny in many 
quarters and are being approached 
from many angles. The new Organi- 
zation for Economic Cooperation 
and Development, pursuing its goal 
of increased participation of indus- 
trial countries in economic aid, deals 
with matters of world trade policy. 
As the United States pushes on with 
its Latin American “Alliance for 
Progress” program it will try to per- 
suade fellow OECD member nations 
to work, too, toward trade modifica- 
tions that would favor the flow of 
Latin American products. 

The United Nations is another 
center of concern for trade needs of 
developing countries. Commodity 
problems are being studied in the 
Food and Agriculture Organization 
and in the Commission on Interna- 
tional Commodity Trade. Interna- 
tional commodity agreements 
already exist for wheat, sugar, tin, 
olive_oil, and coffee, and other com- 
modities are under constant study. 

However, the General Agreement 
on Tariffs and Trade still provides 
the chief mechanism for coping with 
trade questions. Problems of devel- 


oping countries have a prominent 
place in the GATT program for 
expansion of trade. As more coun- 
tries come into relationship with 
GATT, its coverage of trading areas 
will approach completion. GATT 
cannot at once dismantle all ob- 
stacles to world trade, but it focuses 
on outstanding difficulties and seeks 
mutually acceptable solutions. 

A revision of GATT in 1954-55 
permitted measures to promote the 
establishment of or to protect new 
industries in the developing coun- 
tries which would make these coun- 
tries less dependent on imported 
goods and might lead to profitable 
export trade. For example, the 
newer countries are allowed to re- 
negotiate tariff concessions more 
quickly than normally possible un- 
der GATT, in case they need tem- 
porary tariff protection for a young 
industry. Also, they may apply 
quantitative restrictions on their 
imports, for balance-of-payments rea- 
sons, on terms less stringent than 
those enforced for industrial coun- 
tries. The United States has favored 
these special provisions but has wel- 
comed recent efforts by some of the 





TRADE 

“The time to begin is now.” .. . 

These were the words President 
Kennedy used at his November 8 press 
conference to describe his judgment, at 
that moment, as to whether he would 
present a bold new trade program in 
1962, when the 1958 Trade Agreements 
Act will expire, or whether he would 
wait until 1963. By the time you read 
this NATIONAL Voter, the President may 
have announced his final decision as to 
timing and have presented the details 
of his program. Its broad outline has 
already been revealed through his own 
words and through those of various 
Administration spokesmen. 

Here is the way the President de- 
scribed new factors which demand major 
changes in our trade program: 

“This country must be ready to nego- 
tiate with the Common Market on a 
position of equality . . . to protect our 
interests and the interests of those that 
are associated with us... . 

“One third of our trade generally is 
in Western Europe. If the United 
States should be denied that market, we 
will either find a flight of capital from 
this country to construct factories within 
that wall, or we will find ourselves in 
serious economic trouble. 

“On the other hand, we have obliga- 
tions, for example, to Japan, and we 
have concern about our relations with 
Latin America, and what will happen to 





WINDS 


them, dependent as they are on raw 
materials and on Western European 
markets. . . .” 

Earlier in November, Under Secretary 
of State Ball said the Administration’s 
program would require: 

e presidential authority broad enough, 
in negotiating for reductions in tariffs 
and other restrictions, to meet the 
challenge of the Common Market; 

e presidential authority to negotiate 
directly with other nations in order to 
establish a basis for continuing “an open 
trading world”; 

ea trade adjustment assistance pro- 
gram “for a limited number of excep- 
tional cases which demand exceptional 
treatment.” 

On the same day that Under Secretary 
Ball indicated Administration think- 
ing, a report to a joint congressional 
subcommittee was released. The report 
was prepared by former Secretary of 
State Herter and former Under Secre- 
tary of State Clayton, and calls for: 

@ action by this country to form a 
trade partnership with the European 
Common Market; 


e substantial broadening of the Trade 
Agreements Act, deleting some restric- 
tions on the President’s bargaining 
powers and authorizing him to “nego- 
tiate tariff reductions across the board 
instead of item by item.” 








new countries to eliminate their own 
restrictive practices. 

Recently, GATT has stepped up 
activity on behalf of the less devel- 
oped countries. Since 1958, three 
committees of GATT have been 
working on three related topics: 
tariff negotiations, agricultural pro- 
tectionism, and the trade problems 
of developing countries. Tariff ne- 
gotiations for 196] are not yet com- 
pleted and improved techniques 
have yet to be discussed. Analysis of 
the impact of domestic agricultural 
policies through consultation with 
individual governments is almost 
complete. And the probe into ex- 
port problems of the less-developed 
countries has identified specific kinds 
of discrimination. 


What's Next for U.S.? 


As the United States seeks to for- 
mulate a trade policy that meets to- 
day's challenges, its relations with 
the developing countries must be 
carefully examined. 

U.S. tariffs on imports from under- 
developed areas have been much 
lower than rates for industrial-area 
imports. Some imports are duty 
free—coffee, cocoa beans, tea, ba- 
nanas, for example. Only a few 
products from newer countries have 
been competitive enough with U.S. 
production to arouse escape-clause 
complaints, and in most cases the 
Tariff Commission has ruled against 
the petitioner. 

On the other hand, under its agri- 
cultural policy the United States 
has imposed import quotas which 
greatly restrict entrance into this 
country of many products whose sale 
abroad is important to the exporting 
countries. And U.S. import quotas 
on lead, zinc, and petroleum have 
hurt Latin American countries even 
while we have professed concern for 
their development. 

The question of trade concessions 
to the developing countries is bound 
up with the question of what consti- 
tutes adequate bargaining authority 
for the President of the United 
States. It is no surprise, then, that 
discussion of this authority has occu- 
pied a major portion of recent calls 
for a more liberal trade policy on 
the part of the West. 

George Ball, Under Secretary of 





State for Economic Affairs, has said 
that the Administration’s program 
will represent “a set of new pro- 
posals tailored to the unprecedented 
requirements of a radically altered 
trading world,” and he urges the 
United States to prepare for a new 
era of “open competitive trading” 
among non-Communist nations. 


Further Findings 


Christian A. Herter, Secretary of 
State in the Eisenhower Administra- 
tion, and William L. Clayton, Under 
Secretary of State for Economic Af- 
fairs in the Truman Administration, 
prepared for a subcommittee of the 
Joint Economic Committee of Con- 
gress a report which recommends 
that our nation “open negotiations, 
as soon as practicable, for a trade 
partnership with the European Com- 
mon Market,* at the same time 
stressing the absolute necessity of 
enlarging the area.” 

Efforts must be made, according to 
the Herter-Clayton Report, to draw 
the newly independent nations into 
world trade, rather than have them 
“set up little industries to serve 
local populations and bind in their 
inefficiency permanently by tariff- 
quota protection.” It proposes that 
Western nations grant unilaterally 
to groups of new countries the right 
to free trade on their exports of 
raw materials, and that the indus- 
trial nations reduce tariffs on other 
goods at the rate of 10 percent per 
year in return for 5 percent reduc- 
tions by the developing countries. 

The Report concludes: “Under 
such conditions there would 
take place the greatest expansion in 
productive facilities, including those 
of the United States, that the world 
has ever known... . Facilities would 
be located in the most advantageous 
areas, based on labor, skills, cli- 
mate, availablility of raw materials, 
transportation, markets. Most would 
be built by private capital—many, 
in the contested countries because 
of favorable operating conditions 
and because, no matter where lo- 
cated, the whole trading area with 
its two billion people would be a 
potential market without barriers.” 

Recommendations of the Senate 


*The Common Market, more formally 
known as the European Economic Com- 
munity, is composed of six member nations: 
Belgium, France, Italy, Luxembourg, the 
Netherlands, West Germany. 








Commerce Committee Staff Study 
issued: in early 1961 were based on 
the assumption that policy toward 
developing countries would not re- 
quire separate formulation but could 
be part of over-all trade policy. 
The Study envisaged the necessary 
bargaining authority as including 
the power to reduce some tariffs 
without insisting on a “current 
equivalent,” inasmuch as a mean- 


ingful reciprocal concession by a de- 


YES, NO, OR MAYBE SO? 
(Continued from page 2) 

In a free enterprise system, com- 
panies which suffer from import 
trade should either manufacture 
other goods, retrain, retool, or even 
relocate on their own. Industry 
must and can adapt to the law of 
supply and demand. 

Such a program would cost too 
much, would be difficult to adminis- 
ter, would be subject to abuse. 

Trade adjustment would tend to 
maintain the status quo rather than 
encourage dynamic growth. 


Maybe So 


Some of those who support a trade 
adjustment assistance program speci- 
fy certain conditions and safeguards 
which they deem to be desirable: 

@ Trade adjustment should ease 
adjustment to new conditions rather 
than compensate for injury. 

@ Such a _ program should be 
planned with careful administration 
and control. There should be built- 
in safeguards against misuses, vested 
interests, and inefficiency. 

e No program should entail subsi- 
dies. “Loans, not grants” should 
be the rule, and should be of fixed, 
short duration. 

@ Businesses should be helped on 
an individual basis. Sick industries 
should not be propped up; . they 
should look ahead to impending 
change and make an effort on their 
own behalf. 

e@ Various government aids already 
in existence, such as small business 
loans, technical advice, and depre- 
ciation allowances, should be fully 
utilized. 


What Do You Think? 


How would you answer the ques- 
tion “Are you in favor of a trade 
adjustment assistance program’’? 
Would you say yes? no? maybe so? 








veloping country is often hard to 
find. Such nonreciprocal tariff re- 
duction would be supplemented by 
government aid to affected U.S. in- 
dustries. Furthermore, it would be 
subject to veto by a two-thirds vote 
ot both houses of Congress. 

Another means of easing the way 
for a developing country, according 
to the Study, is for the President 
to grant a concession on a particu- 
lar product to a developing country 
which is almost totally dependent on 
the export of that product. 

The United States is involved 
wherever and whenever policies are 
planned or implemented to meet the 
trade needs of the developing coun- 
tries. U.S. decisions in the months 
ahead will go far toward shaping an 
answer to the question: can the 
United States, can the West, devise 
new trade policies that strongly 
supplement aid to the developing 
countries? This question might well 
be stated the other way ‘round, for 
it is trade that is the basic resource, 
and aid is used to supplement trade. 
Together, they are likely to move 
the new nations toward their eco- 
nomic goals and thus preserve their 
political independence. 
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